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The IOLTA funding model for legal aid functions because financial institutions offer IOLTA
accounts to lawyers who are typically relatively affluent customers. Although these accounts are opened
by lawyers, the real beneficiaries are LMI communities through the interest the financial institutions pay
to state IOLTA programs to fund legal aid.

The data that can be collected from IOLTA accounts opened in middle- and upper-income areas
to determine the benefit to LMI individuals and areas are the actual dollar amounts of interest generated
by those accounts and paid to an IOLTA program.

Question 29: What types of data would be beneficial and readily available for determining
whether deposit products are responsive to needs of LMI consumers and whether these products are used
by LMI consumers?

Response: In the context of determining the appropriate credit for a bank’s IOLTA participation
or other similar financial products that facilitate investment in nonprofit or state and local agencies that
in turn serve LMI| communities, we suggest financial institutions obtain an annual acknowledgement
from the organization they partnered with to provide the innovative product or service that includes the
following (which is currently provided to banks by many state IOLTA programs, and would not unduly
create burdens for similar entities): (1) the organization’s good faith calculation as to the monetary value
received from the financial institution’s investment or service during the period in question; (2) a
description of the investment or service provided; (3) the number of LMI individuals served, and; (4) a
description of the geographic area served by the investment or service (county, city, etc.). This approach
will ensure that organizations with ties to the community are involved in providing feedback on the CRA
performance of financial institutions and will also allow the flexibility needed to accommodate a wide
variety of community development investments and services. Additionally, regulators will be able to
consistently consider the total dollar value of the investment or service provided, the number of LMI
individuals served, and the geographic area served by the investment or service.

Question 42: Should the Board combine community development loans and investments under
one subtest? Would the proposed approach provide incentives for stronger and more effective
community development financing?

Response: No, we do not believe that this is appropriate. While appropriate lending activities
can have positive impacts and create opportunity in LMI communities, the dollar amounts of those
lending activities can rapidly outpace the amounts banks spend on community investments, particularly
investments in the form of donations to organizations providing community services to the people of
LMI communities. We fear that some banks, when faced with a combined test, would choose the easy
path of supporting a few large lending activities over the hard path of understanding and investing in
smaller more people-focused community services.
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services in the geographic footprint of those communities. It is easy to conceive of a community service
like a healthcare provider or childcare provider being physically situated within an LMI census tract and
primarily serving higher-income people either from within or outside that LMI census tract. Because
people, particularly higher-income people, are highly mobile, purely geographic proxies for LMI status
are problematic.

As the Federal Reserve updates its regulations, it must ensure that innovative investments that
benefit people of LMI communities, like interest payments to IOLTA programs and direct investment in
civil legal aid, continue to be attractive vehicles through which banks pursue CRA credit. There is growing
awareness that bringing vitality to LMI communities means more than putting up concrete and steel and
more than consumer programs and low-cost bank accounts. Access to justice is necessary to help people
escape from poverty, and that is precisely what IOLTA programs and civil legal aid offer LMI communities.

Respectfully Yours,
National Association of IOLTA Programs
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